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BOTSWANA: KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless noted) 


Domestic Economy (1) 1986 1987 1988 
Population (000s) (est) 1128 1169 1212 

Population growth rate (%) 3.6 3.7 3.7 
GDP 1196.8 1577.9 1871.2 
Real GDP growth (%) 8.0 10.2 9.0 
Per capita GDP ($) 1061 1350 1544 

Government budget surplus (3) 221.7 321.4 282.5 


Money and Prices 
Money supply (M1) 454.3 840.2 979.0 
Prime lending rate (%) 10.0 10.0 7.5 
Annual inflation rate (%) 10.8 8.1 
Average annual exchange rate 

(US$/Pula) 535 596 


Employment (4) 

Formal Sector (000s) 130.1 150.2 
- Private and parastatal 79.4 97.4 
- Government 50.7 52.8 
Migrant mineworkers in S. Africa 21.0 20.1 


Balance of Payments 

Exports (f.0o.b.) 857.7 1587.5 
of which, diamonds 641.1 1342.5 

Imports (f.0.b.) 804.4 

Trade balance 

Current account balance 

Foreign exchange reserves 


U.S.-Botswana Trade 

Exports to Botswana (f.a.s.) 
Imports from Botswana(c.i.f.) 

U.S. share of Botswana imports (%) 
U.S. share of Botswana exports (%) 
U.S. bilateral aid (5) 


Principal U.S. exports: Communications and computer equipment, 
aircraft, agricultural products. 
Principal U.S. imports: Leather, hides and skins, unwrought nickel. 


For year ending June 30, unless otherwise noted. 

Figures for 1989 are estimtes. 

For year ending March 31. Fiscal year runs from April to March. 

As of September 30. 

The large drop in bilateral aid largely reflects the phasing-out 
of food assistance related to the extended drought from 1981-87. 


Sources: Central Statistics Office, Bank of Botswana, 
U.S. Department of Commerce. 





SUMMARY 


Ranked among the poorest countries at independence in 1966, 
Botswana now boasts one of the highest per capita Gross Domestic 
Product (GDP) levels in Africa. Moreover, Botswana is one of 
the few genuine multi-party democracies in Africa, noted for its 
democratic traditions, political stability, and largely free 
market economy. 


Botswana’s main sources of revenue are sales of diamonds, 
copper-nickel, and beef, though manufacturing is also growing in 
importance. About one-eighth of the government’s revenues come 
from customs duties. Cattle are the economic backbone of the 
country’s rural population; more than 50 percent of the 
country’s people make their livelihood from raising stock, and 
cattle outnumber people in Botswana by about two to one. Strong 
increases in diamond revenues have enabled Botswana to continue 
its impressive rates of economic growth, averaging 12.9 percent 
since 1965. Conservative and prudent economic management have 
kept Botswana from the pitfalls experienced by many developing 
countries. 


The Government of Botswana has a liberal private foreign 
investment incentive scheme and welcomes joint venture 
operations. Botswana sent its first trade and investment 
mission to the United States in September 1985. The April 1989 


investment mission to Botswana sponsored by the Overseas Private 
Investment Corporation (OPIC) has heightened interest among U.S. 
investors in Botswana and led to a major investment by a U.S. 
firm in a brick manufacturing facility. 


Botswana’s membership in the Southern African Customs Union 
(SACU) -- which also includes Lesotho, Namibia, South Africa, 
and Swaziland -- allows its products to be exported duty-free to 
the 35 million inhabitants of those countries. Botswana plays a 
leading role in the Southern African Development Coordination 
Conference (SADCC), an economic organization of all the 
black-ruled countries of southern Africa. As a signatory to the 
Lome IV Convention, Botswana enjoys duty-free access to the 
European Community for many of its products. The United States 
Generalized System of Preferences (GSP) also permits duty free 
entry to the United States from Botswana for a list of some 
3,500 items. 


U.S. exports to Botswana increased in value from about 

$5 million in 1982 to over $30 million in 1989. Major imports 
from the United States include radio navigation aids, 
agricultural products (mainly cereal grains and vegetable oils), 
aircraft, and television apparatus. 





PART A: CURRENT ECONOMIC SITUATION AND TRENDS 
I. SOURCES OF ECONOMIC GROWTH 


Outlook: Although it was one of the world’s poorest countries 
at independence, Botswana has shown some of the most rapid 
economic growth among developing countries. From 1980 to 1988, 
it had the third highest rate of real GNP growth in the world, 
trailing only the People’s Republic of China and South Korea. 
Recent years have seen a continuation of strong economic 
expansion, with real GDP growth of 10.2 percent in 1986/87, 9.0 
percent in 1987/88, and 13.5 percent in 1988/89. This growth 
has been achieved mainly through the development of its mineral 
resources, especially diamonds. Botswana also supports a strong 
cattle industry, exporting approximately $73 million of 
livestock products in 1989. About half the population depends 
on cattle raising for its economic mainstay. Despite continued 
high growth rates, however, Botswana recognizes the need to 
diversify its economy to decrease its dependence on diamonds and 
on South Africa. As a member of the Southern African 
Development Coordination Conference (SADCC), and the host 
country for that organization’s Executive Secretariat, Botswana 
is working with its neighbors to further the economic 
development and integration of the region. 


Formal Employment: Approximately 47 percent of Botswana’s labor 
force is employed in the formal sector. Government continues to 
be the largest employer, accounting for 34 percent of formal 
sector jobs. Other important employment sectors in 1988 were: 
commerce (about 17 percent of the formal sector jobs), 
construction (13 percent), services (11 percent), manufacturing 
(10 percent), transport (7 percent), and mining (4 percent). 
Additionally, just under 18,000 Batswana are employed in South 
African mines, although the importance of employment in the 
South African mines to the Botswana economy has gradually 
dwindled in recent years. Formal sector unemployment rates are 
difficult to estimate because of the large informal sector, but 
are probably at or above 25 percent. 


Import Dependence: Because of the country’s arid climate and 
small percentage of arable land (about 5 percent), as well as 
the recent drought, Botswana is not able to feed its own 
people. It relies heavily on imported food. Botswana also 
obtains most of its fuel, chemicals, machinery, and clothing 
from abroad. About 80 percent of the country’s imports arrive 
via South Africa, and well over half of these are actually made 
there. Food, machinery, vehicles, and fuels comprise about 55 
percent of the country’s import expenses. In addition, Botswana 
is largely dependent on South Africa to ship its bulk export 
items: all of Botswana’s beef, and much of its copper-nickel 
matte, are shipped from South African ports. 





Balance of Payments: In 1989 Botswana registered a trade 
surplus of $592 million. The strong export performance can be 
‘largely attributed to favorable conditions in the world market 
for diamonds, Botswana’s main export, as well as to increased 
diamond production. Diamonds account for over 77 percent of 
Botswana’s export revenues, while the remainder comes from 
copper/nickel matte (12 percent), beef (4 percent), and other 
exports (7 percent -- largely textile and consumer goods). 
Total estimated value of the country’s 1989 exports was $1.82 
billion. Because of the relative strength of the dollar, in 
which most exports are priced, compared to the South African 
rand, in which most imports are priced, Botswana has built up a 
strong and healthy foreign exchange surplus with currency 
reserves equaling over $2.8 billion at the end of 1989. This 
covers approximately 29 months of foreign trade. Botswana 
officials feel that such relatively large reserves are only a 
temporary phenomenon, as they believe diamond revenues will 
plateau in upcoming years and lead to budget and trade deficits 
over the medium term, which will then deplete the reserves. 
Outside economists argue that the level of reserves is higher 
than required, although they admit that Botswana will need 
greater reserves than other countries because of its landlocked 
situation and propensity for drought. 


Botswana has run positive balance-of-payments accounts in all 
but one year (1981) since 1978. It is expected that this trend 
will continue in 1990 because of the government’s consistent 
budget surplus and its large foreign exchange reserves. 


Fiscal Policy: The government continues to follow a cautious 
fiscal policy, which has led to budget surpluses since 1983. 

The 1990/91 budget calls for a fiscal surplus of approximately 
$255 million. Mineral revenues, primarily from diamonds, are 
expected to account for $1.1 billion, or about 63 percent of the 
expected treasury receipts for the 1990/91 fiscal year. 


Monetary Policy/Inflation: Botswana’s currency, the Pula, is 
based on a currency basket composed of the South African Rand 
and Special Drawing Rights (SDR). In 1989, Botswana revalued 
the Pula by 5 percent against the Rand as a measure to reduce 
inflation imported from South Africa. Recently, the Pula has 
been trading approximately 30 percent higher than the Rand. 


Although inflation eased throughout 1988, it began to accelerate 
in 1989, hovering in the 11 to 12 percent range. The government 
has pursued two strategies to combat inflation. The first 
strategy has involved the revaluation of the Pula to reduce the 
effect of price increases in South Africa. Although the annual 
inflation rate did drop from a high of 12.5 percent in mid-1989, 
the government believes it cannot continually revalue the Pula, 


lest it damage the competitiveness of Botswana’s manufactured 
exports. 





The second strategy has focused on an income policy that 
encourages wage restraint. Under this policy, private employers 
voluntarily follow the level of wage increases granted to public 
sector workers in similar jobs. The government believes that 
high wages for skilled employees would not relieve shortages, 
due to the absolute scarcity of trained personnel, while for 
unskilled workers, higher wages would only stimulate greater 
migration to the cities and add to inflationary pressures. With 
a booming economy that has led to ever-increasing demands for 
skilled workers, especially in the construction sector, there 
are increasing signs that the ability of the incomes policy to 
keep wages and inflation in check is weakening, since private 
sector employers are less willing to adhere to public sector 
wage scales. In addition to the incomes policy, a governmental 
advisory board sets minimum wages which are periodically revised. 


Development Objectives: Faced with a high population growth 
rate and growing unemployment, Botswana is placing heavy 
emphasis on private sector growth and job creation, especially 
in manufacturing and agriculture. Botswana hopes that these 
efforts will create about 12,000 jobs per year, but with a very 
high population growth rate and a demographically young 
population, even this will fall short of providing jobs for all 
who will be entering the job market each year. 


In part to stem the flow of job-seekers to the small but 
expanding urban areas, heavy emphasis is also placed on rural 
development. A floor price for farm goods is also seen as a 
means of increasing food production. The government has tried 
to promote arable agriculture in addition to stock raising and 
has investigated the development of irrigated agriculture in 
areas of northern Botswana near rivers. In early 1990, the 
government changed its emphasis from food self-sufficiency to 
food security: Botswana will no longer try to produce all its 
food but instead will attempt to produce those foodstuffs that 
economically can be raised in the country. 


Areas of increased government expenditure include education, 
housing, primary health care, and commercial and trade 
development. The budget for educational, commercial, and local 
development programs has increased considerably over the last 
few years. School fees for secondary education were abolished 
in 1988, with the result that all education through university 
level is now free. At the same time, the government initiated a 
massive school construction and staffing program. Although this 
investment in education will reduce the persistent shortage of 
skilled manpower, it will put additional pressure on the economy 
to absorb individuals with only some primary or secondary 
education, a group whose numbers may already exceed the 
economy’s demand for their skills. 


Diamonds: Minerals are the mainspring of Botswana’s economy, 
and diamonds are by far its largest foreign currency earning 
export. The country is one of the world’s four largest 





producers of diamonds (along with Australia, Zaire, and the 
Soviet Union), and the largest Western producer in terms of 
value, since a high proportion of Botswana’s production are gem 
quality. Botswana produced over 15.2 million carats in 1989, 
worth more than $1.35 billion. Diamonds account for 
approximately 35 percent of Botswana’s GDP, 77 percent of its 
export revenues, and 60 percent of government revenues. 


Copper-Nickel: Second in order of export earnings is Botswana’s 
copper-nickel matte, produced at the Bamangwato Concessions Ltd. 
(BCL) mine and smelter at Selebi-Phikwe. Recent years of 
relatively high copper and nickel prices have allowed the firm 
to pay off most of its old debts. Because of a smelter shutdown 
and lower-than-expected ore grades, BCL’s 1989 production of 
49,754 metric tons (mt) was down from 1988. The value of BCL’s 
copper/nickel production in 1989 was $273 million. 


Coal: Although Botswana possesses vast coal resources, 
estimated at some 35 billion mt, exploitation of coal has lagged 
because of high transportation costs and low world demand. 
Presently the Anglo-American Corporation mines 663,000 mt per 
year of coal at the Morepule colliery, most of which is burned 
at the Morupule power station. As a result, Botswana is 
self-sufficient in electricity. The government is also 
considering opening a much larger coal mine with an adjacent 
power station near Mmamabula to export power to South Africa in 
the beginning of the next century. 


Soda Ash: After over a decade of study, the Sua Pan Soda Ash 
Project is now under construction and will start operations in 
mid-1991. The refinery will produce soda ash for use in 
refining metal, producing glass, and manufacturing detergent and 
fertilizer, as well as table salt. It will be a joint venture 
between a South African consortium led by the chemical company 
AECI and the Government of Botswana. The products will be 
marketed in South Africa and in other southern African 
countries. This project will be the first major mining venture 
to come on line in Botswana since the Jwaneng diamond mine 
opened in 1982. 


Petrochemicals and Other Mineral Resources: Botswana probably 
possesses mineral resources which have not yet been discovered; 
a number of firms are engaged in exploration for both metals and 
precious stones. Although no oil has yet been found, the 
results of preliminary aeromagnetic and seismic surveys led the 
government along with Petro Canada to drill a 4,000 meter 
exploratory stratigraphic well in the western Kalahari in late 
1989. The drilling results are still being evaluated; the 
government hopes to attract petroleum exploration firms with the 
data from the drilling and the surveys. In addition, platinum 
bearing formations currently being mined just over the border in 
South Africa may extend into Botswana. Other prospectors are 
examining the possibility that some geologic structures in 
Botswana may contain extensive gold and base metal deposits. 





Beef - Largest Agricultural Product: Beef and beef products 
constitute Botswana’s second largest export sector after 
mining. Botswana’s beef exports declined during the drought of 
the early and mid-1980s, but have recovered in recent years. 
Over 60 percent of Botswana’s beef exports go to the European 
Economic Community, where the Lome Convention assures a higher- 
than-world market price. Much of the rest of the exports go to 
South Africa and Reunion. In 1989, Botswana earned about $73 
million for its beef exports. 


Agribusiness Potential: Botswana is not agriculturally 
self-sufficient. Grains production has recovered somewhat in 
recent years from the drought years of 1980/87, when Botswana 
produced less than 10 percent of sorghum and maize requirements 
annually. The 1987/88 harvest was a record 107,000 mt, while in 
1988/89 it was reduced to 72,000 mt. The country needs over 
200,000 mt annually to feed its people, and Botswana has 
imported enough cereals to make up for this shortfall. Zimbabwe 


and South Africa are the major commercial suppliers of food for 
the country. 


The Government of Botswana has begun some projects designed to 
tap the agricultural potential of the northern part of the 
country, where the Okavango Delta and the Linyati, Chobe and 
Limpopo rivers provide substantioal water resources. However, 
results from these projects have been inconclusive. The 
government also hopes to expand agricultural productivity in the 
Pandamatenga and Tuli Block areas, where the soil is rich but 
rainfall can be uncertain. 


Manufacturing: The country’s economic development plans call 
for Eivaisttiection, including expanded investment in 


manufacturing. Since 1987, Botswana’s light industrial sector 
has grown at a rate of about 5 percent annually, somewhat slower 
than the overall rate of economic growth. Textile products 
represent an important segment of this sector and one which is 
expected to expand over the next few years and to exceed the 
rate of growth in other segments. Botswana’s major textile 
markets are the countries of the European Economic Comnunity, 
South Africa, and Zimbabwe. 


Other important manufacturing industries in Botswana include 
food processing, vaccine production, brewing, and cereal 
milling, as well as the production of plastics and tin cans. 
Two American companies, Colgate Palmolive and H.J. Heinz, are 
active in food processing and toiletries production. Another 
recent venture was the initiation of a brick making plant by 
Interkiln Corp. of Houston, Texas. In 1988/89, manufacturing 
accounted for about 4.2 percent of Botswana’s GDP, declining 
from over 7 percent in the early 1980s. 





Tourism: Tourism earns the country some foreign exchange, but 
it has yet to make a major contribution to the country’s total 
output. In 1988, about 61,000 holiday visitors came to Botswana 
and spent approximately $32 million. The development of the 
country’s unique tourist areas -- the Kalahari desert, the 
Okavango delta, and the Chobe game reserve -- could make tourism 
one of the country’s foremost growth sectors. Botswana is 
presently formulating a national tourism policy, including 
policy guidelines on promotion and investment in tourism areas 
and preservation of the country’s natural habitats. In general 
terms, the country intends to pursue high-value, low-volume 
tourism, so as to minimize pressure on wildlife areas. 


II. DEVELOPMENT CONSTRAINTS 


Climate: Botswana’s semiarid climate and its scarce water 
resources remain prominent obstacles to its economic 
development. The Government of Botswana has sought to overcome 
this problem through continued development of the country’s 
infrastructure, such as numerous reservoir projects and the 


continued development of boreholes (wells) throughout the 
country. 


Manpower: Lack of trained manpower is a major constraint on the 
country’s development. To help overcome this, the government 
has increased considerably its educational budget and now 


provides free education through university level. Manpower 
training is a major emphasis of America’s economic assistance 


efforts in Botswana. Productivity of the Botswana labor force 
also tends to be low. 


Limited and Costly Infrastructure: Although Botswana has made 
important strides forward in developing its infrastructure, many 
of the areas of the country suitable for agricultural 
development are not at present served by paved roads. The 
trans-Kalahari road project to connect the eastern corridor with 
the west and with Namibia, opening vast areas of the country to 
commercial activity, is currently in the design phase. It 
should be completed by the mid-1990s. Botswana’s 
telecommunications facilities have been greatly expanded and 
upgraded and most areas of the country now have automatic 
exchanges, but the number of telephones in rural areas is very 
limited, and installation can take a long time. Utility costs 
-- especially water -- are quite high, and although Botswana is 
essentially self-sufficient in electricity, costs remain high 
because of large distances, low density use, and World Bank 


stipulations that the parastatal power corporation receive a set 
return on assets. 


Small Market Size: Botswana’s small market size requires 
extensive development of export markets to produce lasting 
growth. Because of the competition it faces from South African 
products (which enter duty free under the Southern African 
Customs Union agreement), the manufacturing sector in Botswana 
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has developed slowly. Botswana’s membership in the Customs 
Union, however, provides Botswana-based exporters duty-free 
access to a market of about 35 million people. The additional 
market represented by the 70 million inhabitants of the SADCC 
countries also holds potential for exploitation, although 
Botswana’s manufactured goods at present face a variety of trade 
barriers among its SADCC neighbors, most of whom lack foreign 
exchange. 


Weak Financial Sector: Domestic economic development has 
probably been impeded by the poor investment performance of 
local commercial banks. The local banks have generally refused 
to engage in the longer term lending necessary for industrial 
development because of their trade financing orientation and 
because the expatriate managers at some of the major commercial 
banks focus more on short-term profit performance. In addition, 
the major banks have shown a certain reluctance to lend to small 
and medium-sized business, especially if these businesses are 
just starting. The government hopes to spur competition in the 
banking and financial sector and has allowed additional banks to 
operate in Botswana. 


PART B: IMPLICATIONS FOR POTENTIAL U.S. INVESTMENT AND TRADE 


Botswana’s Attitude Toward Foreign Investment: Botswana 
actively encourages foreign investment. Botswana has liberal 
exchange controls; there are no restrictions on reinvestments or 
repatriation of earnings and capital. The government has never 
nationalized or expropriated any foreign business. It 
scrupulously follows the rules for investment that it has 
established. The courts uphold contracts. Government 
corruption is rare and severely punished. The policy on work 
and residence permits and licensing is improving. 


Botswana signed an investment guarantee agreement with the 
United States in 1968, but does not at present have a Bilateral 
Investment Treaty with the United States. Botswana also is a 
member of the Multilateral Investment Guarantee Agency (MIGA). 
While much of the country’s export trade is aimed toward Europe, 
there is an increasing interest in, and familiarity with, U.S. 
products in Botswana. Currently, about 25 American or 
U.S.-related firms operate in Botswana, including the two 
previously mentioned giants: Colgate Palmolive and H.J. Heinz. 


Areas for Potential U.S. Trade: Several areas are expected to 
show at least moderate sales growth during the next few years. 
In agriculture, there will be continued demand for heavy 
machinery, including trucks, tractors, other farm machines, and 
irrigation, water pumps, and well-drilling equipment. Botswana 
will continue investigating its groundwater resources and will 
therefore need groundwater exploration equipment, water quality 
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testing materials, and possibly water transportation equipment 
(such as pipes, pumps, and engineering services) for a 
contemplated large-scale water transport scheme to connect the 
country’s northern water supplies with population centers in the 
east and south. Botswana will continue to need computers, 
business machines, and commercial supplies for both government 
and industry, as well as more specialized electronics, such as 
radar. The country is interested in the development of solar 
energy and is currently using and acquiring solar technology for 
some of its telecommunications installations. The 
transportation sector will likely require support equipment and 
spare parts for the air and rail operations. In general, 
high-value, low-bulk products are generally the most competitive 
American products in Botswana. 


Areas for Potential U.S. Investment: During 1990-95, 
opportunities exist for U.S. investment in the minerals, 
agricultural, and manufacturing sectors. In the minerals 
sector, Phelps Dodge has already begun working small gold mines; 
other such mines may be feasible. Further minerals exploration 
could also turn up prospects for mining of base metals, gold, 
diamonds, or petroleum. Some agricultural projects, such as 
development of oilseed production, may have potential. Botswana 
continues to pursue an ambitious program of infrastructure 
development, which will create opportunities in areas such as 
road engineering, water projects, and general construction. The 
government has recently committed itself to a $300 million 
nationwide housing project involving all facets of land 
servicing, development and construction. Investment 
opportunities exist in the manufacture of textiles and garment, 
health and beauty aids, building materials, and agricultural 
supplies (especially for such items as windmills, irrigation 
equipment, and water pumps). Botswana’s tourism. sector could 
also be attractive to U.S. firms. 


Assessing Market Potential: Visiting Botswana can be an 
effective means of assessing the country’s market potential and 
determining fields for local investment. Two local trade fairs, 
the Gaborone International Trade Fair, held in late August, and 
the Botswana International Trade Exhibition (BITEX), held in 
mid-April, provide the best opportunity to meet Batswana and 
regional business people and to test local receptivity to new 
products. However, business representatives and government 
officials are generally available for discussions at any time. 
The Commercial Officer at the U.S. Embassy -- P.O. Box 90, 
Gaborone, Botswana, Phone: (267) 353-982, Fax: (267) 356-947 -- 
is available to help plan and schedule such visits. Additional 
information on Botswana may be obtained from the Botswana Desk, 
Room 3317, International Trade Administration, U.S. Department 
of Commerce, Washington, DC 20230; Telephone: (202)377-5148. 
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